The paper examines the importance of nancial constraints for rm capital structure decisions in transitions economies during 1996-2006 using endogenous switching regression with unknown sample separation approach. The evidence suggests that dierences innancing constraints have a signicant eect on a rm's capital structure. Constrained and unconstrained rms dier in capital structure determinants. Specically, tangibility appears to be an extremely important leverage determinant for constrained rms, while macroeconomic factors (GDP and expected ination) aect the leverage level of unconstrained rms, suggesting that those rms adjust their capital structure in response to changes in macroeconomic conditions. Moreover, nancially unconstrained rms adjust their capital structures faster to the target level, which is consistent with the previous literature.
